Farm Credit Administration

§611.325 Bank and association nomi-
nating committees.

Nominating committees must con-
duct themselves in the impartial man-
ner prescribed by the policies and pro-
cedures adopted by their institution
under §611.320.

(a) Composition. The voting stock-
holders of each bank and association
must elect a nominating committee of
no fewer than three members. No indi-
vidual may serve on a nominating com-
mittee who, at the time of selection to
or during service on a nominating com-
mittee, is an employee, director, or
agent of that bank or association. A
nominating committee member may
not be a candidate for election to the
board in the same election for which
the committee is identifying nominees.

(b) Responsibilities. It is the responsi-
bility of each nominating committee
to identify, evaluate, and nominate
candidates for stockholder election to
a bank or association board of direc-
tors.

(1) Each nominating committee must
nominate individuals whom the com-
mittee determines meet the eligibility
requirements to run for director posi-
tions. The committee must endeavor to
assure representation from all areas of
the institution’s territory and as near-
ly as possible all types of agriculture
practiced within the territory.

(2) The nominating committee must
evaluate the qualifications of the di-
rector candidates. The evaluation proc-
ess must consider whether there are
any known obstacles preventing a can-
didate from performing the duties of
the position.

(3) Each committee must nominate
at least two candidates for each direc-
tor position being voted on by stock-
holders. If two nominees cannot be
identified, the nominating committee
must provide written explanation to
the existing board of the efforts to lo-
cate candidates or the reasons for dis-
qualifying any other candidate that re-
sulted in fewer than two nominees.

(c) Resources. Each bank and associa-
tion must provide its nominating com-
mittee reasonable access to adminis-
trative resources in order for the com-
mittee to perform its duties. Banks and
associations must, at a minimum, pro-
vide their nominating committees with
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a current list of stockholders, the most
recent bylaws, the current director
qualifications policy, and a copy of the
policies and procedures that the bank
or the association has adopted pursu-
ant to §611.320(a) assuring impartial
elections. On the request of the nomi-
nating committee, the institution
must also provide a summary of the
current board self-evaluation. The
bank or association may require a
pledge of confidentiality by committee
members prior to releasing evaluation
documents.

[71 FR 5762, Feb. 2, 2006]

§611.330 Confidentiality in voting.

(a) No bank or association may use
signed ballots in stockholder votes.
Each bank and association must adopt
policies and procedures to ensure that
all information and materials regard-
ing how or whether an individual
stockholder has voted remain confiden-
tial, including with respect to the in-
stitution, its directors, stockholders,
or employees, or any other person ex-
cept:

(1) An independent third party tab-
ulating the vote; or

(2) The Farm Credit Administration.

(b) A bank or association may use
balloting procedures, such as an iden-
tity code on the ballot, that can be
used to identify how or whether an in-
dividual stockholder has voted only if
the votes are tabulated by an inde-
pendent third party. In weighted vot-
ing, the votes must be tabulated by an
independent third party. An inde-
pendent third party that tabulates the
votes must certify in writing that such
party will not disclose to any person
(including the institution, its direc-
tors, stockholders, or employees) any
information about how or whether an
individual stockholder has voted, ex-
cept that the information must be dis-
closed to the Farm Credit Administra-
tion if requested.

(c) Once a bank or association re-
ceives a ballot, the vote of that stock-
holder is final, except that a stock-
holder may withdraw a proxy ballot be-
fore balloting begins at a stockholders’
meeting.

(d) A bank or association may give a
stockholder voting by proxy an oppor-
tunity to give voting discretion to the
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proxy of the stockholder’s choice, pro-
vided that the proxy is also a stock-
holder eligible to vote.

[63 FR 64843, Nov. 24, 1998]

§611.340 Security in voting.

(a) Each bank and association must
adopt policies and procedures that as-
sure the security of all records and ma-
terials related to a stockholder vote in-
cluding, but not limited to, ballots,
proxy ballots, and other related mate-
rials.

(b) Bank and association procedures
must assure that ballots and proxy bal-
lots are provided only to stockholders
who are eligible to vote.

(c) Ballots and proxy ballots must be
safeguarded before the time of distribu-
tion or mailing to voting stockholders
and after the time of receipt by the
bank or association until disposal. In
an election of directors, ballots, proxy
ballots and election records must be re-
tained at least until the end of the
term of office of the director. In other
stockholder votes, ballots, proxy bal-
lots, and records must be retained for
at least 3 years after the vote.

(d) The voting procedures of each in-
stitution must provide for the estab-
lishment of a tellers committee or
other designated group of persons
which must be responsible for vali-
dating ballots and proxies and tab-
ulating voting results. An institution
and its officers, directors, and employ-
ees may not make any public an-
nouncement of the results of a stock-
holder vote before the tellers com-
mittee or other designated persons
have validated the results of the vote.

[53 FR 50392, Dec. 15, 1988, as amended at 63
FR 64843, Nov. 24, 1998]

§611.350 Application of cooperative
principles to the election of direc-
tors.

In the election of directors, each Sys-
tem institution shall comply with the
applicable cooperative principles set
forth in §615.5230 of this chapter.

[63 FR 39225, July 22, 1998]
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Subpart D—Rules for
Compensation of Board Members

§611.400 Compensation of bank board
members.

(@) Farm Credit System banks are
authorized to pay fair and reasonable
compensation to directors for services
performed in an official capacity at a
rate not to exceed the level established
in section 4.21 of the Farm Credit Act
of 1971, as amended, unless the FCA de-
termines that such a level adversely af-
fects the safety and soundness of the
institution.

(b) The bank director compensation
level established in section 4.21 of the
Act shall be adjusted to reflect changes
in the Consumer Price Index (CPI) for
all urban consumers, as published by
the Bureau of Labor Statistics, in the
following manner: Current year’s max-
imum compensation Prior year’s
maximum compensation adjusted by
the prior year’s annual average percent
change in the CPI for all urban con-
sumers. Adjustments will be made to
the bank director statutory compensa-
tion limit beginning from October 28,
1992 (the date of enactment of the
Farm Credit Banks and Associations
Safety and Soundness Act of 1992). Ad-
ditionally, each year the FCA will dis-
tribute a bookletter to all FCS banks
that communicates the CPI adjusted
bank director statutory compensation
limit.

(©)(1) A Farm Credit bank is author-
ized to pay a director up to 30 percent
more than the statutory compensation
limit in exceptional circumstances
where the director contributes extraor-
dinary time and effort in the service of
the bank and its shareholders.

(2) Banks must document the excep-
tional circumstances justifying addi-
tional director compensation. The doc-
umentation must describe:

(i) The exceptional circumstances
justifying the additional director com-
pensation, including the extraordinary
time and effort the director devoted to
bank business; and

(if) The amount and the terms and
conditions of the additional director
compensation.

(d) Each bank board shall adopt a
written policy regarding compensation



